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THE MIDDLE EAST

Disengagement Talks

t, 2 |Egyptian and lIsraeli negotiators concluded
their sixth session at Geneva on January 9 with-
out reaching agreement—indeed, without yet
exploring the details of territorial dispositions and
troop strengths. There appears to be some pros-
pect, however, that they will settle down to
specifics when they meet again on January 151

),2.\The Israelis seem ready to withdraw from
the west bank of the Suez Canal to a point some
distance east on the opposite bank; 18 miles is the
most frequently mentioned distance. So far, how-
ever, they have only offered this in terms of a
general principle. Tel Aviv will not move on to
definite proposals until the disengagement issue
has been discussed in greater detail by the
cabinet, and Secretary Kissinger has concluded his
visit to Israel.l

2 Yln return for an lsraeli pullback, Tel Aviv is
demanding that the Egyptians agree to reduce
> their forces on the east bankllWhile the Egyptians

may be willing to accept some limitations on their
forces, there have been no indications that they
are ready to accept the kind of sizable reduction
that would satisfy the Israelis)

2,3 [the Cairo press has treated the disengage-
ment talks circumspectly, giving little indication
of the substance of the discussions and, beyond
the usual criticism of Israeli procrastination, little

|

l

oL HEl

“—_

hint that the talks have thus far been inconclu-
sive. In order not to give the Arabs the impression
that Egypt is negotiating a unilateral settlement,
government officials and the media have been
careful to characterize the talks as preliminary
military discussions unrelated to the broader po-
litical questions of a settlement that will ulti-
mately affect all Arabs]

2,3 eronically, the very prospect that a disen-
gagement agreement may be reached has raised
new fears in Cairo. Now apprehensive that dis-
engagement could freeze the situation along new
cease-fire lines, the Egyptian press has begun to
emphasize the necessity for a link between dis-
engagement and continued progress toward a
total Israeli withdrawal]

o ﬂsraeli press commentary on the Geneva
talks has taken its cue from the government radio,
which this week characterized the talks as
“mostly a sideshow' with the real drama being
played out in Washington, Moscow, Cairo, and
Jerusalem.1The press, however, has reflected some
resentment over an alleged US ability to influence
the Israeli negotiating position with the Arabs.]

fOne paper saw Defense Minister Dayan's trip to

Washington last weekend as a case of the govern-
ment apparently rushing to the US for the latest
instructions even before Washington had begun to
issue them. Nevertheless, the most recent survey
by one of the more reliable Israeli public opinion
polls shows that more than 82 percent of those -
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questioned were prepared to support some ter-
ritorial concessions in return for a peace settle-
ment, with only 14 percent opposed)

Cairo and Moscow Huddle
. {Egyptian Foreign Minister Fahmi's mission

to Moscow this weekend is probably aimed at
smoothing over strains in relations ard reaching a

. meeting of minds with Kremlin leaders on the
- degree of Soviet support for Cairo’s negotiating

position]

5 KEgypt has never been really comfortable
with the relationship and has for some time been

Israel and Egypt meet with UNEF chief

pursuing policies, domestic and foreign, designed
to keep Soviet influence in Egyptian affairs to a
minimum. At this stage of the negotiations, how-
ever, Cairo views its ties with the Soviets as criti-
cal. The USSR is currently Egypt's only major
source of arms and, should the Geneva talks break
down and the war resume, Cairc will look again
to Moscow to resupply its armed forces?]

s ‘In political terms, Soviet support is less im-
portant, since Cairo is depending primarily on the
US to produce progress toward a settlement.
Nevertheless, in Egypt’s view, Moscow can serve
as a useful source of leverage if negotiations do
not proceed favorablyﬂ
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5 E:ahmi's primary aim will thus probably be
to ensure a continued commitment of Soviet
backing. At the same time, he will try to make
sure that this is accomplished largely on Cairo’s
terms—without restricting Egypt’s independence]

2 rFrom Moscow's standpoint, the visit, al-
though apparently initiated by the Egyptians,
serves as a useful counterpoint to Dayan’s visit to
Washington. The Soviets probably also welcome
the opportunity to discuss more closely Egypt’s
specific negotiating positions.]

Egyptian Cabinet To Be Revamped

(ﬁ,_(lpresident Sadat has been involved in an in-
tensive round of consultations with cabinet min-
isters and domestic political figures. He is appar-
ently preparing a cabinet reorganization that
would enable the government to deal more effec-
tively with postwar reconstruction if a disengage-
ment agreement is concluded. Sadat is scheduled
to address a joint session of the legislature and the
Arab Socialist Union on January 18, and he couid
use the occasion to announce both his policy and
hic new ministerial line-up]

) rAs plans appear to be shaping up, Sadat
would relinquish the post of prime minister,
which he assumed in March 1973 to consolidate
his control in preparation for the war. Minister of
Finance and Economy Hijazi is the leading can-
didate to take over the post. The Cairo press,
which has talked openly in recent days of Sadat’s
plans for "“making comprehensive development
the aim of the next stage,” has all but explicitly
named Hijazi as the prime ministerial choice]

b THijazi has the administrative and the eco-
nomic experience for the job. Last summer, he
was behind the revitalization of a liberalized eco-
nomic policy that Cairo had originally conceived
several years ago to attract greater private foreign
investment and generally to ease Egypt away
from its socialist orientation. The October war
stopped implementation of the policy, and its
future now will depend on the conclusion of a
disengagement agreement. In fact, real progress
toward economic liberalization and reconstruc-
tion depends in large measure on an end to Egyp-

tian saber-rattling—a tactic Cairo is not prepared
entirely to forgo in the absence of a final settle-
ment]

(n YNevertheIess, the cease-fire has added new
pressures for economic development. Popular dis-
content over economic ills has long been a prob-
lem for the Egyptian leadership. The war was a
distraction, but the prospect of protracted nego-
tiations promises to bring dissatisfaction to the
surface again unless the economic situation is
improved.)

(0 Moreover, Sadat has long felt self-conscious
about Egypt’s technological inferiority to Israel
and, having restored a measure of military re-
spectability, he probably feels that Egypt should
now demonstrate a capability to achieve a sem-
blance of equality in other fields. A disengage-
ment would, furthermore, provide Egypt with an
opportunity to proceed with plans to re-open the
Suez Canal and rebuild the canal towns.

Minister of Finance and Economy Hijazi
Leading candidate for prime minister
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Israeli soldier votes in Egypt

Israeli Election Results

2 SThe final results of the parliamentary elec-
tion on December 31, announced this week, !
showed a moderate drop in voter support for Mrs.
Meir’s Labor Alignment from four years ago. The
Alignment received approximately 6 percent
fewer votes than in the 1969 Knesset election,
picking up 40 percent of the 1.6 million ballots
cast and 51 parliamentary seats. This was still
sufficient, however, to enable the Alignment to
remain the strongest party in the Knesset and to
dominate any new coalition goverrment. The
rightist opposition Likud, which campaigned
against any territorial ‘‘give-away,” wound u
with just over 30 percent of the vote and 39 seats

\The addition of the military vote did not
significantly alter the preliminary results. Likud's
percentage of the soldiers’ ballots was slightly
higher than the Alignment’s, but this gave Likud
only one additional seat. The National Religious
Party, the Alignment’s major coalition partner,
lost an additional seat

q \The posting of the election tally formally
cleared the way for President Katzir to call on
Prime Minister Meir to form a new covernment.
Her Labor Alignment announced on January 8
that it had already set up a ten-member com-

The Knesset Line-up
{120 seats)
8th (new) 7th (old)
Otd Government Coalition
Labor Party - MAFPAM Alignment 51 57
Associated Arab Parties 3 4
National Religious Party 10 12
Independent Liberal Party A A
68 77
Others
Likud 39 31
Ultra-orthodox retigious parties 5 6
Communists (RAKAH) 4 3
Citizens Rights Movement 3
Independents/Exireme Leftists 1 3
52 43

mittee of cabinet ministers and party leaders to
conduct negotiations with possible coalition part-
ners{{Mrs. Meir recognizes the need to move
quickly in forming a new government, but will
probably not be able to complete negotiations
much before the end of the month.

|0 YThe Alignment-led caretaker government,
nevertheless, considers itself empowered to con-
tinue the Geneva disengagement talks with Egypt,
although any agreement reached with Cairo will
probably have to receive final approval by a new
government. Although the election outcome con-
siderably strengthened the hand of Defense
Minister Dayan and his conservative supporters
within the government coalition, a broad con-
sensus exists in support of an agreement with
Cairo even if it includes substantial Israeli terri-
torial concessions.|

10 YThe election results suggest that the trend
toward a two-bloc party system in Israeli politics
has accelerated. Likud was able to narrow the gap
between it and the Atignment from 26 to 11
seats, and together they now control three
fourths of the Knesset. Of the remaining 19 party
lists that vied for seats, only eight managed to
make it. Four years ago, ten such parties suc-

ceeded.
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-INTERNATIONAL MONEY

The dollar’s rapid rise in early January was
abruptly halted on January 9. Bonn’s announce-
ment that it was removing all foreign-exchange
controls—introduced in 1972 to slow massive
dollar inflows—set off the traders’ shift out of
dollars. Other factors in the reversal included an
apparent easing in Europe's oil supply situation—
as reflected in the postponement of Germany’s
weekend driving ban, intervention by both the
German and Japanese central banks, and inter-
national recognition that Libya had raised the
posted price of its oil to only $15.76 rather than
the erroneously reported figure of $18.86.

The mark remains
below its previous central
rate despite intervention by
the Bundesbank, which has
exceeded $740 million thus 10
far this month. Sterling,
under pressure because of
domestic labor problems,
also began to strengthen

NG KowuRe ES)

e

The Japanese central bank—after spending
$3 billion since November 13 to support the yen
and to avoid the inflationary impact of a devalua-
tion—now has allowed the yen to depreciate by
6.7 percent. Tokyo is carefully watching the sup-
port operations of European central banks.

The price of gold has also skyrocketed to
new highs and was quoted at $124 per ounce on
January 9. In early 1973, gold demand was
spurred by the dollar’s weakness. In
months, the demand has been driven up by the
weakness in other major currencies and the accel-

recent25X1

erating world-wide inflation.

Percent Change Since 2 January 1973
In the Value of the US Doliar
Relative to Selected Foreign Currencies

slightly after setting record o
lows earlier in the month.

Despite the fluctua-
tions of the European cur-
rencies, little internal pres-
sure has been exerted on -185|-
the European joint float
since it became evident that
the Dutch would continue
to receive oil in the face of
the Arab embargo. Al- -251~
though the energy crisis

will have different effects -300 4 41

British Pound
Change in the Trade-Weighted
Average Value of the Dollar*

Japanese Yen

German Mark

on the economies of joint
float members, speculation
now centers on the rela-
tionship between the float
currencies and non-partici-
pating currencies rather
than on the internal parity
structure of the joint float
itself.

Mar

| S W 1.4 T U U T N T T Y N T O Y Y W T O
1923306 132027 4 111825 1 81522206 132027 3 10172431 7142126 5 121926 2 9 1623307 142128
Apr May Jun Jul Aug Sep Oct Nov Dec Jan

“‘Relative to 16 major currencies
555054 1-74
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THE SOLZHENITSYN DILEMMA
O seQrclks

Aleksandr Solzheémitsyn’s latest hook, Gulag
Archipelago, published in a Russian-language edi-
tion in Paris on December 28, once again con-
fronts Soviet leaders with a dilemma. They can
permit the author of the book, a detailed history
of Soviet police terror and the prison system from
1917 to 1956, to go unpunished only at the cost
of jeopardizing their efforts to cont-ol the pro-
duction of Soviet writers. They are also aware,
however, that such retribution wouldiprecipitate
reaction abroad that might undermire Moscow's
policies of detente.

The impact on detente of the publicity that
the book and its author have already received in
the West is undoubtedly being closely watched by
the Kremlin. Its concern is underscorad by West-
ern press speculation that predicts trouble for the
third stage of the conference on European secu-
rity and cooperation in Geneva if Moscow arrests
or imprisons Solzhenitsyn.

The depth of the leadership's dilemma was
demonstrated by the long delay in its public re-
sponse to the book. The first criticisra of Solzhe-
nitsyn, almost a week after publication of his
work, appeared in broadcasts beamed abroad. The
Soviet press did not address the subject at home
until January 6, and then only by quoting attacks
on Solzhenitsyn by foreigners—mostly European
communists. No more authoritative statements
have been issued to domestic audiences, even
though news about the book has hbeen widely
disseminated by Western radio broadcasts, and
Radio Liberty began broadcasting the entire text
on January 5. Soviet commentary has predictably
labeled Solzhenitsyn a ‘‘slanderer’” and ‘“‘rene-
gade,” but has carefully avoided the key issue of
the penalties that may be in store for him.

This tardy and so far cautious response may
indicate some indecision among the leadership.
Whatever decision is reached will have to weigh
the regime’s internal security interests against its
foreign policy goals, and consensus would be dif-
ficult. The relatively low key response could also

Alei%sandr Solzhmtsn

mean that a decision has already been made not
to punish Solzhenitsyn and to play down the
case.

One veteran Western correspondent in Mos-
cow cited “usually well-informed Soviet sources”
as saying that punitive measures were not likely
to be taken against Solzhenitsyn. The “‘sources”
gave as reasons the probability of an international
outcry as well as Solzhenitsyn’s threat that action
against him would result in the publication of still
more manuscripts. This view was later backed by
a senior Soviet commentator, who told a tele-
vision audience that Solzhenitsyn would not be
given a “pretext’’ to complain of persecution.

Solzhenitsyn himself apparently believes
there is a real possibility that he will be arrested
or imprisoned. He said as much to three French
visitors a few days after publication of his book.
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|9 {During debate this week, Prime Minister
Heath said that his government will not surrender
to the miners’ pay claims. At a meeting this week
between Secretary of State for Employment Wil-
liam Whitelaw and the miners’ executive, no prog-
ress was made in breaking the deadlock. The
miners agree with Whitelaw that there is little
room left within the Stage 3 guidelines for further
negotiation. The miners and the National Coal
Board had hoped the government Pay Board
would agree to a compromise—payment to the
miners for time not actualty spent in the pits]

21 YOn January 10, the miners’ executive voted
25X1 to continue the ban on overtime. Some miners
have called for more militant action, such as a
shorter work week, and there have been localized
walkouts. Railway workers also have walked off
their jobs. According to press reports, plans for an
all-out strike have been drawn up. These union
actions, along with fuel shortages, have aggravated
Britain's already difficult economic situation. Un-
employment has reached about one million, coal
production has dropped to 30-40 percent of nor-
mal, and the three-day work week is cutting into
industrial production)

21 rThe opposition Labor Party has questioned
government tactics, particularly the three-day
week. The party's principal spokesman thus far
Lhas been the leftist shadow minister for trade and
industry, Anthony Wedgwood-Benn. Labor Party
leader Harold Wilson, well aware that the party
has no ready solutions, has kept his criticisms
relatively low-key, probably to keep from identi-
fying the party too closely with the unions.
Leaders of the Liberal Party, whose political pros-
pects seemed to be improving late last year, have
had little to say at all ]

UK: IMPASSE DEEPENS 20 |[Faced with even darker prospects, Heath

may decide to call an early election. The cabinet

D2 ‘Zl'he Tory government has reiterated its de- shuffle this week, which moved Lord Carrington

; termination to stand firm against union pay de- from the Ministry of Defense to the newly

mands that would violate the guidelines of the created Energy Ministry, plus the earlier reas-
counter-inflation program. The unions are equally signment of Whitelaw from his Ulster respons25X1

adamant. The opposition although somewhat crit- bilities to the Employment Ministry, places

ical of government tactics, has no solution that trusted advisers in key positions, possibly as part

would end the confrontation and ease mounting of pre-election strategy. |

economic problems.‘)

25X1
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SPAIN: SWEEPING CABINET CHANGES

20 Fl‘he Spanish cabinet underwent an extensive
shakeup last week following the assassination of
Premier Carrero on December 20. No dramatic
policy changes are expected from the new govern-
ment, however, which is expected to carry out
Franco's plans for political and social develop-
ment. Although the regime is emphasizing the
relatively smooth transfer of power, the system
will not get a critical test until Franco is gone]

26 IThe new premier, Carlos Arias, has given his
own imprint to the new cabinet by bringing in 11
new men and keeping only 8 holdovers. The new
ministers appear to have been chosen for their
foyalty to Franco and their professional com-
petence, not because they represent any par-
ticular faction. Forming a more cohesive group,
they will function with less bickering and will
arouse fewer animosities than some of their
predecessors.{

26 )Arias has a reputation for strict adherence to
faw and order as well as for efficient administra-
tion. Along with a tough interior minister, Arias
has chosen a number of moderate, pragmatic
individuals to head ministries in the economic and
social fields. These appointees are known to be
interested in easing the economic and political
restraints that have hindered Spain’s efforts to
develop closer ties with NATOand the European
Communities)]

3.7 YFor the first time, the cabinet includes three
vice premiers, headed by the interior minister as
first deputy. They apparently will form an inner
cabinet to assist Arias in handling security and
economic matters as well as pressures for popular
participation in government. None of the three
has a political following of his own, and would
not be expected to succeed the 65-year-old Arias
on other than a temporary basis,

17 [Foreign Minister Lopez Rodo, the last re-
maining member of Opus Dei, the Roman Cath-
olic lay organization whose members dominated
earlier cabinets, was not reappointed. Other mem-
bers of Opus Dei were eliminated from the cab-
inet last June, a move that reflected general dis-
enchantment with the growing influence of this
faction. This cabinet is also the first one since

28

Carlos Arias Navarro

Franco came to power that does not include a
military figure—other than the three service min-
isters. The military reportedly were reluctant to
become associated with the new government be-
cause of the difficult problems it faces and prefer
to remain above the fray for the time beinng

2L rThe government’s reaction to the assassina-
tion has not led to massive arrests, as some oppo-
sition figures had feared. The police have concen-
trated their efforts on tracking down the six
members of the Basque terrorist group known as
ETA, who have been accused of the crimel]

In his initial statement at the installation
ceremonies, Premier Arias emphasized the posi-
tive. He promised to maintain order so that
Spaniards can develop their rights and liberties.
He also said his government attached great impor-

2 &ftance to participation by the people in the politi-

cal process. Although these statements were care-
fully qualified, they leave the door open to the
possibility of some easing of political restric-
tions.‘
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EUROPE
SECURITY TALKS RESUME

. |The force reduction negotiations and the

onference on Security and Cooperation in
Europe resume next week in Vienna.and Geneva,
respectively. The NATO and Warsaw Pact partici-
pants have thus far outlined general positions. In
MBFR, difficult bargaining lies ahead to identify
specific issues for negotiation. In CSCE, the issues
are clear, but major substantive differences
remainy

2~ \In Vienna, the Warsaw Pact has submitted a
specific draft agreement for discussion, and the
NATO allies have spelled out their proposal for
MBFR through a series of presentations. The
Warsaw Pact is calling for the direct participants
in the talks to negotiate one agreement involving
a three-phased reduction of forces beginning in
1975. In the first phase, the direct participants
would make a symbolic combined reduction of
20,000 men. The remaining forces would then be
reduced by 5 percent on each side and then by
another 10 percent. Air and ground forces and
their equipment, including nuclear weapons,
would be cut in each phase]

’B}' NATO proposes that only US and Soviet
ground forces be cut in a first phase and that a
second phase of reductions should result in a
common ceiling for NATO and the Pact of about
700,000 men. Only ground forces would be cut,
and the reductions would be asymme®ric, with
the Warsaw Pact making larger cuts than NATO]

33_/ SThe Soviets seemed generally pleasad by the
course of the first round and feel that they scored
some tactical successes. For this reason, it is
unlikely that they will start the next round with
any new proposals or approaches. They will con-
tinue to pursue themes that were stressed during
the opening round and in commentary since then‘\

?72’ F\/Ioscow and its allies will continue to place
particular emphasis on including both foreign and
national forces in all stages of reductions. The
USSR’s initial concern that West German forces

would be disproportionately strong if US and
Soviet troops were reduced first has been in-
creased by recent talk of West European defense
cooperation. In their private statements, however,
the Soviets have suggested that they might be
amenable to reducing US and Soviet forces first,
provided there is a firm commitment by the West
to reduce national forces in a second phase.?

he Soviets will continue to argue vigorously
against the Western concept of asymmetric reduc-
tions. They have used a variety of arguments
against asymmetry, but have emphasized that
Western inferiority in some areas is compensated
by superiority in others, so that an over-all bal-
ance exists. Thus, while the NATO countries
stressed Warsaw Pact superiority in ground forces
and armor, the Pact strove to include air forces
and nuclear weapons in a total reduction package.
The Soviets have hinted that they might accept a
common ceiling in which air and ground forces
were included)

3| [he NATO allies still must decide on their

tactics for the next round. Some British officials
have suggested that the Western side should go
slow in the negotiations, and officials in several
European states believe the Western side should
make no firm commitments to reduce national
forces. Recent comments by a West German of-

32ficial suggest that Bonn wants no reduction of its

regular armed forces. The allies will probably at-
tempt to focus the negotiations on a possible
agreement to reduce only US and Soviet forces.
The NATO allies maintained a united front during
the first round of talks, but the difficult decisions
they must now make might bring existing differ-
ences to the surfacefl

L[In Geneva, the representatives of 35 Euro-
pean states must resolve major substantive differ-
ences. Moscow's goals for the conference are to
obtain a multilateral ratification of post-war
borders in Europe and to institutionalize its con-
tinuing voice in European affairs through the
adoption of some sort of post-conference machin-
ery. The Western states hope to gain recognition
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for the possibility of peaceful changes of borders _
and to obtain freer communication between East
and West

30 ﬁ'he Soviets have recently hinted that theyL‘
L, Might be willing to compromise on the latter
¥ issue, but it is by no means certain that Moscow

will actually offer concessions that will satisfy the
Western side. Resolving differences on this topic
and other contentious issues such as so-called
“confidence building measures”’—steps to limit
certain military activities—will probably take
several months.’,

o

LOOKING FOR A NEwW SOURCE OF ENERGY
L;H ﬁ'he sharp rise in petroleum prices is stimu-
lating the interest of West European countries in

establishing an independent capacity for enriching
uranium to meet future energy needs. The situa-

tion is confused by the claims of rival projects"f

and by varying degrees of interest in securing US
participation. Moreover, the politically powerful
power companies, primarily interested in assuring
adequate supplies at “reasonable” prices, do not
necessarily share government views that are often
influenced by questions of prestige]
774‘ France’s partners in Eurodif, the projected
3 Lé-billion gaseous diffusion plant for enriching
uranium, are beginning to respond to the French
announcement last November that Paris would
proceed on its own, if need be, with construction
of the facility. Rome has agreed to contribute
22.5 percent of the cost of the project, Belgium
appears close to a commitment of 10 percent, and
Spain is likely to go along for another 10 percent.
Sweden is the most reluctant of the partners and
reportedly will not decide until mid-June whether
or not to participate. Sweden’s projected share of
10 percent, if taken over by the French, would
give France 3 majority, an eventuality the others
hope to avoid. Press reports now indicate that
Saudi Arabia is also interested; it might seek
Sweden’s share. The choice of a site has narrowed
to France or Italy and will be decided this month.

ﬁhe possibility of collaboration between
urodif and the US Atomic Energy Commission

18
i/E

+
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Ry F -

- has aroused controversy. The French bureaucracy

i is divided, with the national electric utility in

" favor of obtaining US technology, while the
atomic energy authority has assumed a go-it-alone
attitude; the other Eurodif members would like
to explore the question. A recently formed group
that includes, as members or associates, all the
electric power companies of France, ltaly, Bel-
gium, Netherlands, Spain, Switzerland, and Aus-
tria is pressing for US-European cooperation. The
leaders plan to meet on January 14, and also hope
to hold talks with Eurodif and US officials. They
believe Eurodif is now showing considerable
flexj‘bility and may agree to cooperate with the
Us.

3G {The other major European uranium enrich-
ment project, Urenco, which depends on the less
expensive but unproved centrifuge process, is also
moving ahead. Urenco has attracted support
because it requires only one tenth the power
called for by the diffusion process. The three
backers—West Germany, Britain, and the Nether-
lands—hope to complete an initial study phase in
mid-1974. The West Germans are hopeful that
during a second phase later this year the new US
initiatives for cooperation in energy research and
development may bring help to Urenco on
centrifuge technology‘{

_—

bp ﬁn Canada, meanwhi
J-the possibility of constr
gaseous diffusion plant b
with Ottawa clearing th
funds. The Canadian
ments with the US At
last year to underta
study. The Canadian
four German and tw

le, industry is exploring
ucting and operating a
ased on US technology,
e way but supplying no
company made arrange-
omic Energy Commission
ke a two-year feasibility
venture has the support of
o Japanese firms, who back
the gaseous diffusion approach in Canada because
the availability of cheap power there makes the
project more feasible than Eurodif. The French
are reported to be sparing no effort to persuade
the Europeans to pull out, but Bonn has en-29X1
couraged participation by German industry, even

to the point of paying the German consortium’s
costs in the study.

25X1
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CHINA
SPENDING SPREE

py

hina bought whole%dustrial plants at a
record level in 1973 from Japan, Westerr Europe,
and the US. Contracts jumped from less than $60
million in 1972 to more than $1.1 billion last
year. The 1973 total alone was almost four times
the value of plants purchased during the previous
decade. Negotiations now under way could add
another $1 billion in 1974. When equipment from
plant purchases starts flowing into China in
1974-76, whole-plant imports could account for
as much as one half of total imports of machinery
and equipment.

Unlike the 1960s, when purchases centered
on filling technological gaps and acquiing smail
prototype plants to copy, the Chinese today are
buying huge industrial complexes that add sub-
stantial new capacity to lagging industrial sectors.

Top priority is going to the petrochemical indus-
try for plants producing fertilizer and man-made
fibers. An increasing volume of these products is
needed to help feed and clothe China's growing
population. After the imported plants go into
production in the mid-1970s, the added output
could greatly expand domestic availability or re-
place a portion of China’s large annual imports of
fertilizer and fibers.

China is spreading its business around when
choosing suppliers. It learned from earlier experi-
ence with the USSR the dangers of heavy depend-
ence on a single country. With the broadening of
US-Chinese relations in the past two years, Peking
has taken the opportunity to further diversify its
sources of supply. The value of whole-plant con-
tracts signed in 1973 was divided among Japan
(39 percent), France (34 percent), the US (18
percent), and other West European countries (9
percent).

China has reverted to its pre - Cultural Revo-
lution practice and now is using medium-term
deferred payments to finance about two thirds of
the value of the piants purchased. The contracts
call for the bulk of the payments for principal
and interest to begin after all equipment for a
plant has been delivered. Because the Chinese
have been essentially free of foreign indebtedness
for almost a decade, debt-service obligations
under whole-plant contracts should be readily
manageable?

MIXED ECONOMIC PICT RE
No Sounc® 3}

Amid rumblings of high-level policy ebates,
Peking has reported a good but not spectacular
economic performance last year. The claims,
mostly qualified, indicate a moderate comeback
in agriculture, continuing problems in various sec-
tors of industry and construction, and a sharp rise
in foreign trade. Other evidence confirms that the
economy has recovered from the slowdown of
1972, although not as strongly as Peking had
hoped.

Peking's only specific over-all claim so far is
that the gross value of agricultural and industrial
production increased by 8 percent. This compares
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with a 10-percent increase claimed for 1971 and
no claim at all for 1972.

The agricultural sector improved over 1972,
when poor weather damaged grain and cotton
crops. People’s Daily reported record outputs of
grain, cotton, hemp, sugar, and tobacco. Grain
was said to have surpassed the record 246 million
tons claimed for 1971, and cotton production
reportedly rose by 20 percent. Increased output
from fall-harvested crops apparently more than
offset the disappointing early harvest that—as in
1972—was plagued by drought in the north and
flooding in the south.

No output figures were cited for industrial
production, but it was said to have risen by *‘a big
margin,” bland rhetoric by Peking's standards.
Conspicuously absent from a list of products
whose production was claimed to have met or
surpassed plan targets were iron ore, pig iron,
coal, cement, and mining machinery—bottleneck
items that had received high priority in 1973. The
most important regional claims so far are for
Shanghai, Tientsin, and Liaoning where gross out-
put reportedly rose by 8 to 10 percent, respec-
tively, compared with 1972. Fragmentary evi-
dence suggests that over-all industrial production
increased at a comparable rate, or roughly the
same as in 1972,

Peking also asserted that foreign trade rose
“significantly” last year. Partial returns from
China's trading partners indicate that total trade
jumped from $5.8 billion in 1972 to more than
$8 billion in 1973. Peking chose to ignore the fact
that imports—led by sharply increased purchases
of grain and cotton—outran exports, resulting in a
deficit with hard-currency countries of roughly
$500 million.

INCREASED AID TO AFRICA

Peking maintained a gt\g)ﬁ Iesv% %%%Qonomic
aid activity in Africa last year, concentrating on
West Africa. The military aid program continued
at a more modest pace.

Chinese economic credits to Africa reached
$330 million, up 60 percent over 1972, but about

equal to the average Chinese aid extended during
the 1970-72 period. Africa, in fact, accounted for
almost all Chinese aid undertakings in 1973,
reaching 90 percent last year compared with 60
percent in 1970-1972. As in the past, most of the
aid was allocated to the development of agricul-
ture, transportation facilities, and light industry.

China followed up its improved political re-
lations with West Africa during the year by ship-
ping 35,000 tons of grain to the six drought-
stricken countries of the Sahel. Two thirds of
China’s aid to Africa went to Cameroon, Chad,
Senegal, and Upper Volta, China’s first economic
development credits to these countries. This con-
trasts sharply with the 1970-1972 period when
Chinese attention was concentrated in south and
east Africa and less than 20 percent of new
Chinese credits were extended to West African
nations.

China provided about $110 million of new
assistance to other African countries last year. A
$100-million credit was made to Zaire for agricul-
tural and medical projects; gifts were made to
Zambia for road improvements and to Tanzania
for a pharmaceutical plant.

In East Africa, Peking completed the Tan-
zanian portion of the Tan-Zam Railway. Con-
struction also is in progress on several other pro-
jects in Tanzania as well as on the island of
Zanzibar. In Somalia, Chinese construction actiy-
ity on the $60-miilion Belet Uen - Burao road was
stepped up. Work on Peking’s major project in
Sudan, the Wad Medani - Gedaref road, also has
been accelerated, and progress is reported on sev-
eral other Sudanese facilities under construction
by the Chinese.

Only $9 million in new military aid was
committed last year, compared with $11 million
in 1972, About $6 million of last year’s aid went
to Tanzania, China's largest military aid recipient
in Africa.]
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INDONESIA: STUDENT XENOPHOBIA

’i-«\%)lndonesia’s revitalized student activists see jé The Suharto government is trying to.strike a
the Visit next week by Japanese Prime Minister onclliatory stance, seeking to avoid an outright
Tanaka as an ideal opportunity for large-scale confrontation with the students that would give
protests. Originally confined to the two national them a cause celebre. Indonesian security officials
university centers of Jakarta and Bandung, stu- are also keeping an eye on how Tanaka fares

dent protests have now spread to provircial uni-  elsewhere; the Jakarta press has been giving broad
versity towns. Over the past months, student  coverage to anti-Japanese protests by Thai stu-
groups have mounted a series of small out well-  dents. Small protests in Jakarta would strengthen

publicized visits to various government. depart- Suharto’s hand in negotiating more favorable

ments requesting ‘‘dialogues’’ on economic and  deals with Tokyo, but the government fears wide-

social policies. In an effort to ease the situation, spread demonstrations that would be embarrass-
{President Suharto has agreed to meet with a stu-  ing. 25X1

dent delegation today to discuss development

programs and listen to their critiques of foreign

investment policies)

. JAPAN: OIL AND THE MILITARY
»\l, ‘Tanaka's visit is viewed by the students as an
opportune time to arouse public sentiment v 7 ﬁokyo has ordered its armed forces to make
against the shortcomings of government solicy by large cuts in petroleum consumption because of
focusing attention on alleged Japanese dominance J the serious domestic fuel shortage. Currently, the
and exploitation of Indonesia’s economy. q military accounts for less than half of one percent
uBYBandung students have already challenged Tanaka Y of Japan’s annual oil consumption, but the cut-
'’ %o discuss these issues with them. This type of  backs could result in a significant reduction of the
¥ student activity is a hot potato for the Japanese combat readiness and operational capability of
\,\L,Embassy, which is acutely aware of Indonesian  Japan’s Self-Defense Forcey/
criticism but uncertain how to handle it. In the
wake of mild anti-Japanese protests last week, \/1'} P\ government spokesman stated that, while
some prominent neon signs advertising Japanese othet countries have given their military top
products have been turned off despite the reluc- ¥ priority in the allocation of petroleum products,
tance of the merchants involvedl C\ the political and social situation in Japan dictates
Y7 ihat its armed forces be included in cutbacks. The
- statement reflects the military’s lack of priority in
Ho \:I'he Indonesian Government cannot take national planning, a condition that ha existed
much comfort in the fact that the students appear  since the. Self-Defense Force was formed?
) to be focusing on a foreign target. Ant'-Japanese
sentiment also provides a launching pad for a
‘v\\’general attack on government coziness with for- U 7 fl'he government generally is permitting the
eign investors, which the students allege is stifling  armed forces to work out the details of the fuel
indigenous business enterprise. The propensity of X conservation effort, which will not be made
Japanese businessmen for dealing with local public for security reasons. It has asked the air
Chinese rather than with Indonesians 's cited as Lﬂforce to reduce training flights, however, and to
proof of the students’ argument. Taking the issue  keep to a minimum the number of interceptors
a step further, the students charge that these scrambled when unidentified aircraft approach
Japanese-Chinese business cabals provide the  Japamese airspace. The air force apparently is
money that allows Jakarta's military elite to live considering a reduction in flying time of about 15
in opulence yhile other Indonesians must struggle percent.’{
for existence)‘v
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LI"’I rThe Self-Defense Force is already having dif-  critics—such as the downgrading of South Korea's
ficulty getting enough oil to fill its requirement of Central Intelligence Agency and the reorganiza-
Y4 million barrels for this fiscal year, which ends in  tion of the cabinet—only whetted the opposi-
¢ March. Military spokesmen report that more than tion’s desire for more far-reaching changes, in-
"- ® one third of their oil requirement has yet to be  cluding perhaps his own resignatioﬁz
¥ procured. Firms that normally supply oil to the
1 force reportedly have declined to submit bids for 4 \In adopting these new measures, Pak is
V\Qdeliveries through the remainder of the fiscal ~ gambling that the threat of government repression
year. The shortage is compounded by the fact = will again be sufficient to silence his critics][He
that the force has only about 25 percent of its5 “means to shatter the protest movement betore
normal yearly consumption in reserver} Pt} universities reopen in the spring and provide a
. < potentially explosive base for his opponents. Pak
8 g,(ﬁ\s a result, the military may have to resort? }‘clearly intends to follow through with his threats,
]tlg -ekpensive short-term oil purchases to meet _ but he is. not insensitive to the need for some
some requirements. This option, however, is‘J( restraint]{There are indications, for example, that
¥ limited both by budgetary restrictions and by the % behind-the-scene efforts to buy off some critics
Cf]fact that certain oil products are not available in” = will continuejjHe also intends to rely primarily on
Ylthe market. Thus, the military probably will have 5)the national police to enforce the new measures,
to dip into its fuel reserves as well as greatly ©~ keeping the army in the background to limit the
25X1 reduce its rate of consumption. ‘possibility of bloodshed. But he has also appar-
| ently found it necessary to revive the power of
The feared CIA internal security apparatus to
some extent'.?

5 !,Tt is too early to judge the reaction to Pak’s
KOREA moves. Most politicians will probably find it
prudent to hold their peace and await further
A Hard Line in the South action by the more militant Christians, students,
. and intellectuals. In a cautious gesture, the op-
53 \The government moved closer to a serious position New Democratic Party has called—un-
political confrontation with its domestic critics  successfully—for a special meeting of the National
this week as President Pak set aside his efforts to ~ Assembly. Tougher critics, however, may view the
Y mollify dissident groups and moved toward harsh President's moves as a challenge that cannot go
measures. Deeply concerned with snowballing  unanswered; they run grave personal risk if they
,~~ demands for constitutional reform and political do’l
change, which would weaken his authority, Pak
issued two emergency decrees making further ~ Pyongyang’s Response
protest and criticism of his regime punishable by —1 ar
& L‘ court-martial and imprisonment.] S5 l’U.Seoul's action may be interpreted by North
) Korea as evidence that the South is approaching
5:7) lHis moves—the first direct actions to curb serious political instability. The situation has al-
y three months of persistent unrest—were aimed at  ready provided the North with additional reasons
% prominent civilians circulating a well-publicized ~ for rejecting Seoul’s latest overtures for a resump-
P V‘ reform petition and at senior politicians who have tion of the North-South dialogue. The North

recently spoken out against the President’s au- Koreans recognize that forward movement in the
thoritarian policies]\ The ramifications of Pak’s negotiations at this time could ease Seoul’s cur-
4" Ymoves are broad, marking a return to the police-  rent domestic troubles and are claiming that the

tate controls used in 1971 and 1972 to repress  emergency measures damage the prospect for

similar opposition. The moves also reflect Pak’s  resuming the dialogue. \‘

jud t th f 1 hi
judgmen at recent efforts to appease his ' | 25X1 55X1
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Cambodia
MORE PRESSURE ON PHNOM PEN
) g; SESE
round action flared in the Phrom Penh delay has resulted in a growing sense of frus-

ared this week as the Khmer Communists
launched a major drive against the capital’s north-
western defenses. The insurgents’ initial momen-
tum carried them to within three miles of Phnom
Penh’s airport before Cambodian Army units
began to counterattack. With government troops
concentrating on the airport’s defense, small
Communist elements started moving against gov-
ernment units along Route 5 near a major oil
storage facility five miles north of the capital. At
week’s end, two of the army’s four infantry divi-
sions were counterattacking in the northwestern
sector, but the Communists were still within easy
rockat range of the capital.

The insurgents also remain in position to
shell Phnom Penh from the Mekong’s east bank,
where government troops are still pinned down in
riverside villages. Recent rocket attacks on the
city have caused little damage. The attacks are
likely to remain sporadic since sustained firings
would leave insurgent crews vulnerable to govern-
ment air strikes and counter-artillery.

In the countryside, government troops on
January 6 reopened Route 4—Phnom Panh's over-
land link to the seaport of Komponyg Som—by
breaking through light Communist resistance just
southwest of Kompong Speu City. The highway
had been interdicted for almost two months, and
nearly 15,000 tons of rice destined for Phnom
Penh have piled up at Kompong Som. Truck
convoys began using the road again on January
10.

LAOS: MUCH ADO ABOUT NOTHING

=Q rNearly four months have elapsed since the
protocol to implement the February 1973 peace
agreement was signed, but a new coalition govern-
ment is still nowhere in sight. The protracted

tration and uneasiness on both sides. This has, in
turn, given rise to a new spate of coup rumors,
but there is no hard evidence that any serious
plotting is under way]

bOYThe Communists, in particular, are ap-
prehensive about some sort of power play by
disgruntled conservatives. Radio Pathet Lao has
been weighing in with charges that “Vientiane
ultrarightists,” in collusion with ‘Thai and South
Vietnamese reactionaries,” are scheming to
sabotage the cease-fire and negotiations on a new
government.

rPathet Lao elements in Luang Prabang also
have a bad case of the jitters. They have charged,
apparently with some justification, that gov-
ernment forces have been harassing and encircling
their bivouac areas in and around the royal
capital.

L3 (Prime Minister Souvanna, who has mounted
a personal crusade for a rapid and smooth forma-
tion of a new coalition government, is also keep-
ing a close eye on developments. He put gov-
ernment forces in Vientiane on alert late last
month, following reports that the rightist
Sananikone clan was bent on serious trouble-
making, but he seems to have calmed down re-
cently as a result of the rightists’ reassurances that
their hands were clean]

(077 Nevertheless, Souvanna may still encounter
considerable difficulty within his own ranks in
reaching agreement on a new government. The
rightists remain highly apprehensive over the in-
flux of Pathet Lao security forces into Vientiane
and Luang Prabang, and they are again voicing
serious concern that Souvanna may be prepared
to sell out rightist political and economic interests
to gain Lao Communist agreement on a new gov-
ernment. Vientiane rightist spokesman Ngon
Sananikone recently discussed the possibility of
forming a new alliance among the major conserva-
tive elements in L.aos as a safequard aqainst such a

move by Souvanna.
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ZAIRE: DECOLONIZING THE ECONOMY

(%7;72” President Mobutu Sese Seko has his way,

will be the year of economic independence
for Zaire. He recently ordered a series of moves
aimed primarily at the Belgians, who still have a
large stake in Zaire's economy, but others will be
affected alséz

> [Mobutu contends that the Belgians have re-
sisted ‘'Zairianization' while other foreign inves-
tors—mainly US, Japanese, and British—accepted
his new policies long ago. In late November, he
again sounded the theme of economic independ-
ence in a major policy statement that accom-
panied a number of sweeping measures to reduce
foreign involvement in his country’s economy.
Henceforth, the government will:

» demand 50 percent participation in all
future mining concessions granted to foreign
investors;

» establish monopolies in import-export,
timber exploitation, insurance, and con-
struction;

¢ require, effective next year, all compa-
nies that will have been in Zaire for five years
to turn over their top management positions
to Zairians‘.)

%7 In addition, Mobutu declared that all for-

eigntowned, non-industrial enterprises—such as

plantations, ranches, and farms, most of which 5’9’,

are owned by Belgians—are to be turned over to

private Zairian owners, who will reimburse theo’L

present owners. The government also has forbid-
den Portuguese and Asians to reside in certain
areas of the country and has ordered them to
prepare their property for sale to Zairians. This
action will be especially popular, as Zairians re-
sent Asian domination of trade in the interiorf(

gy Yn related moves, the government subse-

Xﬁ}uen ly expelled the Belgian advisers to the Bank

of Zaire and informed Brussels that it wishes to
buy out the Belgian-owned Commercial Bank of
Zaire.|\ It also nationalized, promising compensa-

¢ tion, all foreign-owned petroleum storage and dis-

tribution facilities. This move affects Texaco,
Shell, Mobil, and the italian firm, Petrofina. Gulf,

which is heavily engaged in exploration and pro-
duction, has been exempted]

97 ﬁt will' be some time before the government
works out a viable mechanism for indemnification
and an orderly take-over. A period of public con-
fusion, petty corruption, and economic disloca-
tion has already set in and is likely to last for a
while. Mobutu is determined to make the new
measures work, however. If he succeeds, he may
turn to other sensitive economic issues, notably
the repatriation of profits by Belgian technicians
and managers who work in Zaire under lucrative

government contracts.

25X1
Afghanistan-USSR
ARMOR FROM MOSCOW

9(7/ fKabuI is getting new armor from the USSR

q[)to modernize its army. During the past year, at

least 140 pieces of Soviet armored equipment,
including 85 tanks, were delivered to Afghanistan.
Most of this equipment was received after the
coup in July, but there is no evidence to indicate
whether these deliveries were arranged prior to
the coup, whether they were accelerated at the
request of the new government, or whether thev

represent new assistance granted since Julyl]  25X1
25X1

)?} TReports received late last fall of large Soviet
tarik’ deliveries to Afghanistan appear to have

been exaggerated.

Afghan inventory stands at only 560. This figure
is close to US estimates of 570 tanks.

25X1
thus far suggest that the Soviets intend to

Q’D improve Afghan military capabilities qualitatively

rather than quantitatively. The military can use
new tanks because about 200 of its tanks are
obsolete T-34 medium tanks, at least a quarter of

25X1
&7 The numbers and types of equipment deliv-
éred

which probably are inoperable. |

25X1
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CANADA: SELLING WHEAT C,7>

Canada is back in the worlgg’ﬁ%rket, having
held ‘out for higher prices since September. After
shifting orders to US markets in Novemnber be-
cause Canada’s prices were too high, buyers
turned back to Canada in December for large
purchases as US stocks dwindled and world prices
rose. Japan, the UK, Switzerland, Egyp and the
Netherlands recently agreed to purchase a million
and a half tons of wheat at Canada’s Movember
offering price of $5.77 a bushel, almost $.80 a
bushe! above comparable grades in November but
consistent with December’s market prices. Algeria
had turned down a Canadian offer for Durham
wheat at $8.84 a bushel in November when the
world price was $7, but reversed its decision and
bought from Canada in early December at $9.21 a
bushel when the world price was about $9.25 a
bushel.

Canada’s strong influence over price in the
current market stems from abnormally low stocks
held by the US and other competitors and from a
centralized government agency that controls
prices for some 15 million tons of available
wheat—about 20 percent of the wheat normally
traded on world markets.

Canada's strategy of holding out for higher
prices and longer-term contracts became apparent
in late August when the Canadian Wheat Board
set its offering price about $.80 a bushel above
comparable US prices—four times the normal dif-
ference. In early October, members of the Wheat
Board predicted there would be shortages and
export controls in the US and rising prices by
spring. Their negotiators encouraged buyers to
make fong-term contracts:

e to avoid disruptions from the predicted
US embargo on wheat exports;

e to assure future supplies from Canadian
stocks as the government plans for an alloca-
tion system to exclude speculators.

Some countries refused the Canadiar offers in
favor of cheaper US wheat, but Brazil and Poland

allegedly paid the premium prices for Canadian
wheat.

Canada would have to export 15.1 million
tons of wheat if it fulfills an August agreement
with the US to draw down stocks by 2.7 million
tons. So far the Canadians have apparently com-
mitted some 10-12 million tons for sale during
the current crop year, leaving 3-5 million tons still
to be sold under the August agreement. This
would still leave Canada with stocks of 7.3 mil-
lion tons—well above projected US stocks of 5.8
million tons. Selling the 3-5 million tons at
December prices instead of October or November
prices should net Canada an additional $60-90
million in foreign exchange as a return on holding
out for higher prices.

While the Canadian strategy seems destined
for success in view of dwindling stocks and con-
tinued world demand for wheat, rail strikes and
shortages of bunker oil for carrier ships have
delayed shipping schedules. Although Canadian
railroads are planning to recall some cars on loan
to the US and to refurbish 2,500 idle cars, Canada

may experience considerable difficulty in_ship-
pina_out more than 14-14.5 million tons. ’—L‘

i
b el
s
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ARGENTINA: DEFIANT UNIVERSITY

70 fPresident Peron has so far stayed aloof from
a potentially serious dispute between the national

university and the Education Ministry, involving']

(‘75; Ehe refusal of the new university rector to abide

Y a ministry order. Early in December, Educa-

¥ tion Minister Jorge Taiana ordered the dismissal
7 of two leftist Peronist professors who had pub-

)

lished articles attacking some of Peron’s closest
advisers. The rector, whom Peron had appointed
to replace a leftist named by predecessor Hector
Campora, has sided with the professors. He con-
tends that a recently enacted law allowing the
firing of civil servants for opposing the govern-
ment does not apply to Peronists]

o Problems with the universities are not new
to Argentina. Following Campora’s inauguration
last May, Peronist-appointed interventors, most of
them political leftists, overturned curricula and
fired many university faculty members for being
anti-Peronist reactionaries or under foreign—pri-
marily US—intellectual influences. Similar purges
have occurred before. When Peron became presi-
dent in 1946, for example, there were wholesale
dismissals of professors. Twenty years later, mili-
tary president Ongania occupied the universities,
prompting approximately 15 percent of the fac-
ulty of the University of Buenos Aires to resign
and many to leave the country]

¥ Pn addition to the recurrent politicization of
scholarly activities, Argentine universities are
overcrowded and short of funds. Although the

o) student population has been growing at the rate

of 15,000 a year, government assistance is likely
to decrease. Minister Taiana has said that priority
will be given to primary and secondary education.
As a result, the quality of university instruction is
not likely to improve.z

& |Leftist professors may continue to exercise a
predominant influence over educational policy,
even if Taiana decides to push his case against the
rector, and Peron will characteristically remain
aloof. While Peron will probably manage to weed
out some of the more extremist professors, a
major campaign against Marxists in the educa-
tional system would completely alienate his in-
creasingly disillusioned student supporters at a
time when he has his hands full with terror-
ism.

ARMS RACE IN THE ANDES

he arrival of Soviet tagll’ in Jec boring
Peru has increased the determination of the mili-
tary rulers in Chile and Ecuador to modernize and
expand their armed forces. Chile reportedly is
considering countering the Peruvian acquisition
with new French tanks and anti-tank weapons.
Ecuadorean officers are reported to be calling for
a major re-equipment program, and decisions on
arms purchases are likely soon.

Border disputes resulting from past wars,
desire for revenge, and jealousy over natural re-
sources still color relations among the Andean
states.

The centenary in 1979 of the War of the
Pacific, in which Chile defeated Peru, already is
heightening apprehension in Chile of Peruvian
revanchism. Chileans are well aware that Peru’s
military doctrine calls for national honor to be
redeemed before the passing of a century by
recovery of lost southern provinces. Chilean mili-
tary men, who view the ouster of Allende as
ending a period of national decline, fear that Peru
could decide to strike a long-planned blow before
Chile can recover and rearm. Chilean officers also
see Peru as the potential center of subversion
inspired by Moscow—and Havana—against their
stridently anti-Communist regime.

Ecuador, for its part, has never reconciled
itself to the loss of jts Amazonian territories to
Peru in 1941. It fears that Peru now covets even
more territory in the oil-rich orienre (east).

In Peruvian eyes, both Chile and Ecuador are
potential aggressors. Copper mines in the south
and oil in the northeast are seen as temptations
for Chilean expansionists and Ecuadorean re-
vanchism. Following the drastic change in Chile’s
political orientation last September, Peru’s milj-
tary leaders began to perceive of their nation as a
beleaguered “revolutionary” outpost bordered by
unsympathetic regimes subject to the “imperial-
ist" influences of the US and Brazil. Peru and
Chile both believe that the other might try to
mitigate its internal difficulties by focusing do-
mestic attention on a foreign enemy.

To a disinterested third party, the old dis-
putes and persistent suspicions that pervade the
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Andes have an air of unreality. But to t1e military develop in earnest and—to the participants, at
g i i r from unthink-

men involved, the mutual animosities, fears, and least—
suspicions are deeply felt. An arms race may able. 25X1
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